Exam • Tuesday, January 13 • 15:15-16:45h • Room HG F1 • Closed book (allowed: non-programmable calculator, dictionary)
Multiple Choice Questions
Question 1 If markets are competitive, international trade… A reduces welfare of the whole economy B reduces welfare of consumers of the imported good C raises welfare of consumers of the imported good D raises welfare of producers of the imported good
Question 2 Real GDP rises if… A Land prices rise B Stock prices rise C the price level rises D both production and the price level rise 

Multiple Choice Questions Question 9
If a country has a comparative advantage in the production of a good,… A the domestic price will be below the world price, and the country will be an importer of the good B the domestic price will be below the world price, and the country will be an exporter of the good C the domestic price will be above the world price, and the country will be an importer of the good D the domestic price will be above the world price, and the country will be an exporter of the good 
Multiple Choice Questions
Multiple Choice Questions Question 11
Give a definition of the term "efficiency wages". Discuss the reasons for the introduction of efficiency wages from an employers' viewpoint.
•Efficiency wages: above-equilibrium wages paid by firms in order to increase worker productivity.
•Reasons for introduction:
• Worker health: Better paid workers eat a better diet and thus are more productive. • Worker turnover: A higher paid worker is less likely to look for another job. • Worker quality: Higher wages attract a better pool of workers to apply for jobs. • Worker effort: Higher wages motivate workers to put forward their best effort.
Multiple Choice Questions
Question 12
Consumers fear a recession and reduce consumption. How can the government counteract (assume that the Central Bank is independent)? What are the shortcomings of such a policy? Use a graph to illustrate your arguments.
•The government can counteract by raising government spending or by lowering taxes • Due to the multiplier effect, aggregate demand potentially rises by more than the amount spent by the government •Increased government spending causes an increase in the interest rate, which in turn lowers investment spending •The overall effect can be larger or smaller than the increase in government spending.
